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@ Belt Atlantic
Bell Atlantic Network Services, Inc
1133 Twentieth Street, N.W
Suite 800
Washington, D.C. 20036
202 392-6990

Marie T. Breslin
Director
FCC Relations

July 3, 1996

EX PARTE

Mr. William Caton
Acting Secretary
Federal Communications Commission
1919 M Street, N.W.
Washington, D.C. 20554

Re: Universal Sen'ice (CC Docket No. 96-45)

Dear Mr. Caton:

REcelv'fio"
JUt 3 19M

FEoaw.~TIONs
OfRCEOfSECR£T::-S1ON

Yesterday, John Broten and Alan Daley, representing Bell Atlantic, met with
Commissioner Laska Schoenfelder, Camron Hoseck and Charlie Bolle from the South
Dakota Public Utility Commission to discuss the-above-captioned proceeding. A copy of
the hand-out used in the meeting is attached.

Please include this correspondence as part of the public record in the above­
captioned proceeding. This filing is being made today due to the late hour at which the
meeting ended.

Sincerely,

Attachment

cc: Laska Schoenfelder
Camron Hoseck
Charlie Bolle

No. Of. CI"!1ip.. t::' ~"'''''d~'I', ,"" ."Il.)" ~~, , ~
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BELL ATLANTIC
UNIVERSAL SERVICE FUNDING

GENERAL OVERVIEW
• UNIVERSAL SERViCES AS PROPOSED IN NPRM (~ 16-22):

• SINGLE PARTY, VOICE GRADE ACCESS W/ABILITY TO PLACE/RECEIVE CALLS
• TOUCH-TONE
• ,ACCESS TO EMERGENCY 911 /E91 1
.A,C ESS TO OPERATOR SERVICES

• A SINGLE UNiVERSAL SERVICE FUND SHOULD INCORPORATE:
• HIGH COST FUND (APPX. $735M)
• LIFELINE/LINKUP PROGRAMS (APPX, $142M)
• TRS (APPX. $14M)

• l) i\TI liBRARy HEAL IH ARE FUN LAPPX $ j 4tv~ START UP ~ $600M Af"H'\lUALL Y

• r-'t-t< /,')4Ul ()t- : Hr ,,,\, : ; irtlif'--Jt P~(JbRAJv'\SHOULD BE UN,A,FFECTEC'
• k.A k i--l IF \ i F C;; ! ! f',J Ki ! P P I? P A " j\ A i C:, (\ CH(\ iii r~\ BE' !"! Ace (:. (' r c r-,

"' "'-'"-......,,~" ...._"~~b.o" ".U, I'" l'\,/~IV1:\l-v,-,-...,) ,-",ULL.I vl"'lhIIL'-"!Ll-i

• PER ADA. Iv\ECHANiStv\ FuR iRS ALREADY EXISTS

• FEDERAL SUPPORT MECHANISMS THAT NEED ADDRESSED
• HIGH COST FUND
• EDUCATION/LIBRARY/HEALTH CARE

• 51 ArES HAVE PRIMARY RESPONSIBILITY FOR ASSURING AFFORDABLE LOCAL SERVICE
(,AUTHORITY OVER 75% OF COSTS, LOCAL RATES, FAMILIAR WITH CONSTITUENTS & MARKET)

NATIONAL FOCUS SHOULD BE ON BRINGING STATES IN LINE WITH NATION WIDE AVERAGE
BEll AfLANTIC UNIVERSAL SERVICE



BELL ATLANTIC
UNIVERSAL SERVICE FUNDING

HIGH COST FUND
• PROPERLY STRUCTURED FUND

• SMALL
• TARGETED
• COMPETiTiVELY NEUTRAL
• '\~INil\l\iZES BARRIER TO Otv"PETITIVE ENTRY
.6,LlOWS MARKET CORRECTIONS

• LOOP IS PRINCIPLE COMPONENT OF HIGH COST FUND

• r-x!STING HIGH COST FUND
• H.AS fv'ET HIGH 051 r'>lEE:DS
• .~ DR \/Er' f W Rl<

~- :, ," " A ; I J\ Q I C' ;--', ,\T l\• :::'RC iDES K't.A.U!L Y ~ v All MuLL. L/i ",

• is REPRESEI~Tf\TIVE F HIGH .,OS1 REQUIREI\!\E:f'.J _
• is BASED <JI'~ A,CTU/\L COSTS PER FCC RULES
• '~l\,!'.J BE USED AS BASE LINE FOR NEW HIGH COST FU~..JD

• FUND GROWTH INDEXED TO RELEVANT FACTOR
• ACCESS LINES
• INFLATION

BELLATLANTIC - UNIVERSAL SERVICE ?



BELL ATLANTIC
UNIVERSAL SERVICE FUNDING

5TATES! ROLE
• 5TATES DIRECTLY EMPOWERED BY ACT (254(f})

• IMPLEMENT 214(e) f CARRIER EliGIBILITY
• RECOMMEND CHANGES JOINTLY WITH FCC TO RULES RELATED TO UNIVERSAL SERVICE

.. r t\ YES RATEMAKING ,AJJTHORITY
• ST/\TES Ht6.,VE REGULp,TORY VERSiGHT OF 75% OF LOOP COST REe'OVERY
• STATES HAVE AUTHORITY TO SET(APPROVE LOCAL SERVICE RATES
• STATES ARE POSITIONED TO BALANCE AFFORDABILITY WITH LOC,AL SERVICE RATES

.-TATFSA,RF FAt"A,ILlAR VvlTH tvtA.RKETAND SERVICE CHARACTERISTICS

11: (\ fCC: I"! RFTT~~ pr)C)ITf('Jr'--J AU E:: AFF()RDABIl

" '-" "", r ,-', - n A" ,) Ii" H" .\ c:. T \"'1 1~j• H", ! k !~Ui !(~)!"l ,"_Jl-- n:utKhL ! II V , ~ '-.,/v I , '-',

• I\v'lAY BE T,A,iLORED TO STATE-SPECIFIC NEEDS
• MAYBE INCORPORATED IN STATE PLANS
• <"At» BE DiSTRIBUTED ON PROPORT10!'LAL BASIS TO ALL ELIGIBLE PROVIDERS
• CAN FOLLOW STATE USF/HCF PLANS FOR DISTRIBUTION

BELL ATL,ANTIC - UNIVERSAL SERVICE 3



BELL ATLANTIC
UNIVERSAL SERVICE FUNDING

EXISTING HIGH COST FUND
• BASELINE = NATIONWIDE AVERAGE COST PER LOOP

• BASED ON EXISTING LOOP COST DATA
• DCDRcC:Cl\..IT b. TI\/l=

1'\1...11 LvL''t'/\I' ....

• READ!L"y' fA. V!AIL,A,BLE
• ADEQUATE RESULTS

• ADJUSTMENTS
• <;TAJE VS STUDY AREA
• FQUALIZES STATES TO NATIONAL AVERAGE
• cOUALlZING FACTORS

- ,,~,r~C' nER ! ,,,\"'p
ok . ' .. ,,),,)! ~~) i"",. L'_j\ ... J·

. " 'M8E: D f '\ F' ,-'\ I~\ P c:
~ l'ltJ' .r\. \.--,.J 1- ......./"-/1 v

• ~,i ATE DISTRIBUTIOi'-J

• TRANSiTION MECHANISM

(' i 'i'" ,Q; L, 1\ DR' 'IER"
CLIUIULL ,_-"""\",, ''-'

• BENEFITS
• NOT CARRIER-SPECIFIC
• ENCOURAGES OPERATING EFFICIENCIES
• EQUITp\BLF RECOGNITION OF STATES' COST/RECOVERY MECHANISM
• ,ALLOWS GREATER INVOLVEMENT OF STATES
• DISCOURAGES UNECONOMIC IMPACTS ON FUND

BEll ATLANTIC, UNIVERSAL SERVICE 4



BELL ATLANTIC
UNIVERSAL SERVICE FUNDING

ALTERNATIVE MODELS TO ASSESS HIGH COST FUND
• MODELS PURPORTED TO BE MORE PRECISE

• ASSUME A HIGHER LEVEL OF PRECISION OF AN IMPRECISE PROCESS

• DO NOT RECOGNiZE C~ONSTRAINTS UNDER WHICH iNDUSTRY t'v'\UST OPERATE (I.E., AVERAGE
RATES REAL OSTS)

• COST ASSUMPTION AND METHODOLOGY EXTREMELY CONTROVERSIAL

• DO NOT SIZE THE FUND

• ~EniJiRF A,RQiTRAOy '·,F fi()••.>( I. I. . '. U I '.' . I'·, J ~ , i~' F BENCHMARK RATE

• !<t.-(.·~C)jkJt Kl~ .. t i~( ATE['} A.PPR(~~)/~\!:'-H ~{:)R ~/\RGE r\~"~C 2~)rvJ\A.LL LtC

• r-Ui~DAtv\EhnALLi ALTERS EXiSTIN(,~ MELHANI~M, WiTH LlfTLE IMPROVEMENT IN PRECISION

• (JU i(~UME OR RESULTS ~U8JECT ro WIDE INTERPRETATION

BELL ATLANTIC UNIVERSAl SERVICE 5



BELL ATLANTIC
UNIVERSAL SERVICE FUNDING

EDUCATION/LIBRARIES/HEALTH CARE
• GOAL: MAKE TELECOMMUNICATIO~~S SERVICES AFFORD,ABLE TO

• K- 12 SCHOOL CLASSROOMS
• PUBLIC LlBR ARY PATRON SERVICES
• RLJR,~L NOT-FOR PROFIT HEALTH CARE PROVIDERS

• RECOMMENDED APPROACH
• RURAL NOT-FOR-PROFIT HEALTH CARE PROVIDERS

* MOVE RATES TO URBAN LEVELS
* ESTIMATED SUBSIDY REQUIRED IS ABOUT $20 MILLION

PFi~y~BLjRSFD Tn PR(;ViDFR FR(}M IJNIVERSA.L SERVICE FUND

• HC )( ) ,5). LIBRARiES
H (") (r') I (~ .t. Ti ( r-'J D. ,::, k' !=; c:. MATFD (~REDIBLY !~~ KICKSTA,RT t--'ARIIAI

LASSROOM
OiNT BOARD SETS DISCOU!'H Rl\TE i=OR ST ARTlJP PRICFAND RECURRING PRICE (E.G

75% AND 50%)
';' FUND .ADMiNiSTRATOR REMITS VOUCHER TO EACH SCHOOL
* VARIES: MORE FOR BIG SCHOOLS. SCHOOLS IN LOW INCOME AREAS, RURAL AREAS
-" ~URCH,ARGE IS OLLECTED BY TELECOM PROVIDERS - AS FOR OTHER FUND ELEMENTS
-" SCHOOLS NEGOTIATE VOLUME DISCOUNTS -- ACHIEVING "BEST COMMERCIAL PRICE"
* SCHOOLS USE VOUCHER TO FURTHER LOWER EFFECTIVE PRICE THEY PAY

BELLATLANTIC UNIVERSAL SERVICE 6



BELL ATLANTIC
UNIVERSAL SERVICE FUNDING

EDUCATION/LIBRARIES/HEALTH CARE (CONT'D)
• ADVANTAGES

• SCHOOLS BUY FROM ANY TELECOM PROVIDER ANY SERVICE NEEDED
• MARKETPLACE REMAINS INTACT AND WORKING TO HELP SCHOOLS
• MINIMUM DISRUPTION TO EXISTING STATE PLANS TO HELP SCHOOLS
• EVEN POOREST S HOOLS H,AVE . PURCHASING POWER'; TO GET STARTED

• tSIIMAfED "LOS l' tAl RECOMMENDED DISCOUNTS) $1.4 BILLION STARTUP, $600 MILLION
RECURRING

BELL ATLANTIC UNIVERSAl. SERVICE 7



BELL ATLANTIC
UNIVERSAL SERVICE FUNDING

RECOVERY MECHANISM
• COMPETITIVELY NEUTRAL

• COST RECOVERY BASIS
• FROM ALL TELECOM PROVIDERS
• REVENUE BASED
• PRESUBSCRIBED LINES
• SURCHARGE

• SUBSIDIES MUST BE EXPLICIT

D'· 1\ "E· '''' ~ i\Er~'HAl\"c. JI• r riM,) il.,j IV\ \.....1, 1'l1-.lIY\
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BELL ATLANTIC
UNIVERSAL SERVICE FUNDING

RECAP
• HIGH COST FUND

• BASED ON EXISTING DATA
• FUND TO STATES VS. LEes
• TA,RC;ETED Af"-lD CO,\~PETITIVELY ~lEUTR.Al

• EDUCATIOf'J/LlBR.ARIES/HEALTH CARE

• OTHER PROCEEDINGS
• INTERCONNECTION
• ACCESS REFORM

• r.j i ~ c:r t\. TF ~?(1t r-

BEll ATLANTIC UNIVERSAL SERVICE q


